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On 25 June 1990, all money market investments of 
the Ontario Teachers' Pension Fund were physi- 
cally transferred from the safekeeping facilities at 
the Ministry of Treasury and Economics to the 
control of the pension board. 


Under our direction, the Ministry of Treasury 
and Economics operated an investment portfolio 
on our behalf from January to June 1990. These 
money market investments included federal and 
provincial treasury bills and promissory notes, 
bankers’ acceptances, term deposits and other 
products fully guaranteed by the major banks. 


At the time of the transfer from the treasury, the 
money market holdings were valued at $1.6 billion 
with a weighted average yield of 13.1 per cent. The 
average remaining term to maturity was 195 days. 


The Teachers' Pension Act, 1989, permits a wide 
variety of investments, including stocks, bonds, 
debentures, cash or near equivalents (the money 
market), mortgages, and real estate. The pension 
board is determining how much of each investment 
should be included in the diversification of the 
portfolio. Known as “the asset mix policy”, it takes 
into account many factors, including predictions 
about future market conditions, different rates of 
return and levels of risk. 


Prior to 1990, all funds were placed exclusively 
in long-term provincial debentures, now totalling 
$15.6 billion with a weighted average yield of 
11.3 per cent. Originally invested for 20 to 25 
years, the last of these debentures will mature in 
2012. Since they are non-marketable, we must hold 


them until maturity. 

The high level of activity in the money market 
will continue as new money Is received monthly by 
the fund. In the meantime, the current high interest 
rates have been of great benefit to the fund. 
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On 28 June 1990, Province of Ontario debentures, 
worth $15.6 billion, were counted and transferred 
to the pension board. These debentures are being 
held in safekeeping by the Royal Bank of Canada, 
the pension board's custodian. On hand to witness 
the transfer were (left to mght) [Thomas Cheng, 
internal auditor, pension board; Robert Webster, 
manager, securities, Ministry of Treasury and 
Economics; Linda Deloughery, assistant manager, 
finance, pension board; Cecil Puddicombe and 
Yook Wong, Royal Bank of Canada. 


Summary of Investments at 30 June 1990 


Type Value Interest Term 
$ billions % 

Federal 15 13.1 223 days (avg) 

Provincial 0.06 13.3 90 days (avg) 

Bank Guarantees 144 13.5 178 days (avg) 
Money Market 1.7 13.2 up to one year 
Debentures 15.6 11.3 up to 22 years 
Total Investments 173 | 


New Appointments 


Claude R. Lamoureux, former President and CEO 
of Metropolitan Life Holdings Ltd., has been 
appointed CEO of the Ontario Teachers' Pension 
Plan Board. Mr. Lamoureux was chosen by the 
pension board for his excellent experience with 
pension plans and the full range of asset mix invest- 
ments during his 23 years with Metropolitan Life. 


William M. Mercer Ltd., a large and reputable 
consulting firm, was chosen as the consulting 
actuary for the fund. 


TPF&C Ltd, a Towers Perrin Company, was 
selected to advise the pension board on establishing 
an investment program. 


Executive Search 


We have hired two firms specializing in executive 
recruitment to assist with the search for a Chief 
Executive Officer (CEO) and a Director of Invest- 
ments. Price Waterhouse was awarded the contract 
to recruit the CEO, while van Straubenzee Consult- 
ing Corporation was retained for the Director of 
Investments search. Both firms bring considerable 
expertise to this challenge and each was selected 
over a number of excellent competitors. 


To appeal to the widest possible audience, 
recruitment ads were placed in the “Report on 
Business” in the Globe and Mail, Le Droit and the 
Financial Post. In addition, each firm has extensive 
data bases which enable them to identify likely 
candidates for direct approach. 


Working with each firm, we developed candidate 
profiles describing the skills, experience, education 
and personal attributes thought most appropriate to 
each position.Candidates were assessed in relation 
to the profile and the best were selected for 
interviews.We anticipate the Director of Invest- 
ments will be appointed in August. 


Pension News is prepared by the Communications 
Department of the Ontario Teachers’ Pension Plan 
Board. The information contained in this newsletter is 
provided for your convenience. For further reference, 
please consult the Teachers’ Pension Act, 1989. 


Ainsi, si vous préférez recevoir ce bulletin en francais, 
écrivez-nous, ou laissez-nous un message sur notre 
systeme de consultation téléphonique. 
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Investing in the Stock 
Market 


We are moving quickly but cautiously to start 
investing fund assets in the stock market. Our 
investment consultant, TPF&C, is providing the 
expertise and guidance needed to prepare the 
organization for this most important responsibility. 


As a first stage in expanding the range of invest- 
ments to equities, we have decided to investigate 
building our own North American indexed equity 
funds. Index funds will allow us to build a portfolio 
of stocks that represent the well known indexes in 
the stock market, such as the TSE300 in Canada 
and the S&P500 in the United States. Much has to 
be done to achieve our goal by September 30th: 

“+ develop and approve a new investment policy, a 
requirement of the Pension Benefits Act, before 
any investment can be made; 


** search for a custodian to provide the necessary 
services of safekeeping the certificates, payment 
on receipt of the certificates, and receiving 
dividends; 


“+ search for five investment companies to manage 
the equity investments under the board's direc- 
tion; 

** expand the in-house capability of our organiza- 

tion by enhancing the existing computer system 

to manage the stock market portfolio and by ac- 
quiring an analyst to monitor external investment 
and custodial activity; 


“* establish an assessment system to measure the 
performance of investment managers and to 
report to the membership. 

Further diversification into other securities will 
take place when the pension board decides on the 
policy for expansion of investments. We will keep 
you posted as this program unfolds. 


Ongoing Pension Board Activities 


June July ;Aug ,Sept ,Oct Nov 


Investment Policy eee eau 


Search for Custodian Ee eed 

Computer System Expansion iy eee 

Select Director of Investments | 

Performance Assessment System ay Sees 


Search for Investment Managers bless i] 


